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Abstract 
The banking industry across the globe has witnessed a revolution in the last two decades in its efforts 
to meet the ever growing customer demands.  The advancement of technology has encouraged many 
organisations to move across markets to position themselves as multinationals and the Sri Lankan 
banking sector is no different. Continuous analysis of customer demands has driven the banks to rely 
heavily on technology thereby crowding the markets with many products and services.  
Sri Lankan banks today are continuing to introduce innovative electronic banking solutions to their 
customers. The question however is: How much of these electronic banking solutions are actually used by 
the customers? This study was conducted to identify the consumer response on facilities offered by the 
bank. A survey was conducted and data collected from 404 banking customers in the Colombo district 
were analysed. 
Results of the survey reveal that the topmost facilities demanded from the bank are accurate and secure 
services. The ATM is ranked as the third and the usage is 80%. The research concludes that customers 
expect the bank to provide a high level of service more than the electronic-based solutions per se. 
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1. Introduction 
The banking industry has witnessed a quantum leap in technology during the last decade in its efforts 
to meet the ever growing customer demand. Banks claim that consumers demand more sophisticated 
products and services, and falling customer loyalty has increased pressure on the banks to satisfy their 
demand [1]. A combination of different ways of making banking services available is likely to attract and 
retain the most satisfied and thus most loyal and least price-sensitive customers [2].  Therefore Banks 
have developed a variety of techniques and services to meet the customer needs and offer many different 
channels to access banking and other services such as Automated Teller Machines (ATM), telephone 
banking, online banking and mobile banking to the extent of providing SMS banking [3]. 
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As banks strive hard with product innovations and revolutionary IT developments to meet the ever 
growing demands of their customers [4], the authors posed the question:  
“Is the key expectation of the customer the electronic banking solution?” 
 
Objectives of this research are 
x To find out the consumer response on facilities offered by the bank (RO1).  
x To identify the current level of acceptance of electronic banking solutions (RO2). 
x To find out the relationship between acceptance of electronic banking solutions and the facilities 
offered by the bank (RO3). 
2. Literature Review 
2.1. Drivers of and barriers to electronic banking applications  
Banks are starting to deliver quality online experience for customers and, as a result, online banking 
adoption continues to grow and has become an increasingly important competitive factor for banks in 
attracting and retaining customers [5]. Online banking has changed the nature of the industry significantly 
in terms of channel usage especially among young people [6] [7]. Study on banks’ strategic distribution 
channel confirms that “Bank customers are divided into an internet banking segment and a branch 
banking segment and it is argued that the former is growing and the latter is declining”[2]. Further, it is 
commonly argued that the rise of internet banking could lead to a decline in the importance of bank 
branches [6]. 
Although the decreasing cost of personal computers and other network devices are driving the growth 
of online banking, accessibility to the internet and computer literacy rate of the customer are holding back 
the adoption of online banking in Sri Lanka [7]. Similarly, a study conducted in China found that barriers 
to online banking were perception of risks, security and computer skills [8]. It is also argued that the 
features and user friendliness of the application influence the use of internet applications [23].  
As the adoption of internet banking is subject to many constraints, mobile banking is identified as a 
better solution to penetrate the rural market [3]. “Poor people will use mobile banking more than the 
rich”[9].  Barriers to mobile banking are identified as the lack of awareness and understanding of the 
benefits provided by mobile banking [8]. In Sri Lanka, although mobile phone usage is continuing to 
increase rapidly, high tech initiative of mobile banking has failed as it is difficult to use [10]. Similarly, 
fully automated telephone banking has resulted in a decline in service quality and has been proved 
unpopular among customers [11]. 
Although banks claim that customers demand more electronic-based banking solutions, it is evident 
that some customers are reluctant to adopt the electronic banking services. Therefore it is important to 
identify the size of “niche” that demands these services to determine whether electronic banking solutions 
are used by the “niche” who demand it. By analysing the expectation of the retail banking customers one 
could identify the “size of the niche” who demand electronic services.  
The next section looks at the studies conducted on bank selection decisions of retail banking customers 
in order to identify their expectations. 
2.2. Expectations of the Retail Banking Customer from facilities offered by the bank 
The selection criteria act as an indicator of customer preference with regard to facilities offered by the 
bank [12]. Therefore the authors chose to study the criteria employed by researchers around the globe to 
study the bank selection decisions of the retail banking customer. A study conducted in Poland 
categorises the facilities offered by the bank under four headings, i.e. reputation, price or cost, 
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convenience, and service. Results of the survey identified reputation as the topmost important aspect of a 
bank, followed by rates, convenience and service [13].  
Similar research conducted in Sweden analyses the determinants of bank selection under five criteria, 
namely, service quality, financial benefits (credit availability and price competition), delivery system, 
reputation and differentiation. Results of the study concluded that how a customer receives a service, (i.e., 
friendliness and helpfulness of personnel, account accuracy and efficiency) has more importance than 
what the customer receives, (i.e., performance of contact personnel, word-of-mouth/reputation, and 
electronic based services) [14].  
In terms of Asia, studies conducted in Sri Lanka identified “customer experience factors” [15] broadly 
categorised under customer needs such as any time (speed), any place (convenience), right the first time 
(accuracy), no paper (electronic access) and custom made products [16]. Moreover, studies on ranking of 
the facilities offered by a bank are listed on Table 1 
Table 1 Ranking of customer’s preference on the facilities offered by a bank 
Country Topmost customer’s preference on the facilities offered by a bank 
Ghana Proximity/accessibility [17] 
USA Online banking & bill payment [5] 
Malaysia Secure feelings, ATM service & financial benefits, service provision, proximity & branch location [18] 
India Safety of funds, security & availability of ATM [12] 
Bahrain Reputation, availability of parking space near the bank, friendliness of bank personnel, and ATM [20] 
Singapore High interest rate, convenient location & overall service quality [21] 
 
In summary, facilities offered by a bank could be broadly categorised under reputation, financial 
benefits, accessibility, service level [13] [14] [16] bank staff [12] and electronic services [16]. 
3. Research Method 
3.1. Facilities offered by banks 
Methodology adopted to study the consumer response on facilities offered by the bank is presented 
below 
1. Electronic services – ATM, Online banking, Mobile banking, Telephone banking  
2. Accessibility –branches, centralised operations of branches and availability of service desk. 
3. Service levels - accuracy, timeliness, and responsiveness 
4. Financial Benefits – rates charged and paid, loans and competition 
5. Employee - staff being knowledgeable, their appearance, friendliness and pleasing manner 
6. Reputation – corporate image and word of mouth 
3.2. Level of acceptance of electronic banking solutions 
A customer who prefers to use electronic-based services to conduct his or her banking transactions 
when compared to traditional branch-based banking would expect the bank to provide additional facilities 
through the electronic services to satisfy their banking needs. By studying the banking habits of the retail 
banking customer one could identify if the customer places more importance on electronic-based services 
when compared to traditional branch-based banking services. Therefore banking habits of customers was 
analysed to identify if customers prefer, use and choose electronic banking channels to conduct their 
transactions in comparison to traditional banking channels.  
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3.3. Theoretical Model for Investigation 
To understand the relationship between the level acceptance of electronic banking solutions and the 
facilities offered by the bank, the dependent variable is taken as the level of acceptance to electronic 
banking solution of the retail banking customer. The independent variables on comparison would be the 
standard facilities that are offered by the bank. The theoretical model is formulated as on 拗婌! ㈦ᶵ⇘⍫
䄏Ἦ㸸ˤ. 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1Theoretical Framework 
3.4. Hypotheses 
Based on the theoretical model, the following hypotheses were developed. 
H1: The customers with high levels of acceptance of electronic-based services would expect the banks 
to provide more facilities via electronic services in comparison to customers who use the traditional 
branch banking. 
H2: The customers with high levels of acceptance of electronic-based services would expect the banks 
to provide high service levels through the use of technology. 
H3: The customers with high levels of acceptance of electronic-based services would expect the banks 
to provide financial benefits that would result from a reduction in cost per transaction due to technology. 
H4: The customers with high levels of acceptance of electronic-based services would expect the banks 
to have a high perceived reputation. 
H5: The customers with high levels of acceptance of electronic-based services would expect the banks 
to provide more accessibility through the use of technology. 
H6: The customers with high levels of acceptance of electronic-based services would have less 
expectation on the services of bank staff as the customers will use more electronic-based services in 
comparison to traditional branch banking. 
4. Sample Selection 
Based on the studies conducted in the area of electronic banking, there seem to be a clear indication  
that internet services are popular among the younger generation [7], the “Professionals” and the “IT 
savvy” [6] [7]. It is also argued that highest usage of internet is reported from the Colombo district (32%) 
[7] 
Therefore the authors chose to conduct a survey focusing on people living in the Colombo district who 
have access to internet as the authors believe that this represents the “niche” who use electronic banking 
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solutions. Further, the authors found that those who are employed are more suitable for this survey as they 
have more access to computers and the internet at their work place.   
A quantitative survey was conducted among a random sample of 404 retail banking customers and the 
sampling method used was snowball sampling.  Questionnaires were distributed through friends and 
employees of selected organisations who have access to and use the internet. Personal profiles of the 
respondents are shown in Table 2. 
Table 2: Profiles of respondents 
Age Response (%) 
 
Levels of education Response (%) 
 
Levels of employment Response (%) 
20- 24 28% 
 
Doctorate 1% 
 
Senior managers 21% 
25-29 26%  Postgraduate 29%  Professionals 25% 
30-39 27%  Undergraduate 11%  Technical & associate 
f i l
14% 
40+ 19%  Diploma 22%  Clerks 16% 
Total 100%  Professional 18%  Sales & service workers 14% 
   
A\L Qualified 18% 
 
Other 10% 
   Total 100%  Total 100% 
4.1. Measure 
A ranking system was used to identify the consumer response on facilities offered by the bank and to 
evaluate the overall significance of the ranked choices. Correlation analysis was performed to measure the 
strength of the relationship between the two variables.  
Reliability of the collected data is critical to determine the validity of the research. In order to test 
reliability, the most popular test of interim consistency reliability Cronbach’s coefficient alpha was used 
(Table 3). Statistical tool SPSS was used to calculate the Cronbach’s Alpha value of the data set. 
Table 3: Cronbach's Alpha Coefficient 
Instrument Coefficient 
Electronic Services 0.81 
Service Level 0.90 
Convenience of Service 0.76 
Financial Benefits 0.84 
Bank staff 0.82 
Banks Reputation 0.70 
5. Data Evaluation and Findings 
To analyse RO1, respondents were asked to rank the level of importance given to each individual 
factor of facilities offered by the bank on a scale of 1-5 where 1 is the highest and 5 is the lowest. The 
mean score was used to identify the central tendency of the distribution. The lower the mean score, the 
higher the preference for such individual factor.  
Table 4: Ranking of consumer response on facilities offered by the bank 
Criteria Weighted average Rank 
Error free transaction management 1.481 1 
Security of transaction 1.486 2 
Bank having high number of ATMs 1.61 3 
Speed of service 1.64 4 
Speed of completing a transaction 1.64 4 
Safety of funds 1.64 4 
Reduced waiting time in queue 1.66 7 
Ability to do transactions at any branch of the same bank 1.68 8 
Staff knowledge on product and services 1.69 9 
Providing personal attention to customers 1.7 10 
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Ranking of customer preference (Table 4) shows that service level elements have received five places 
among the top ten among which accuracy and timeliness dimensions have benefited from technology. 
Electronic services, i.e., security of transaction and a high number of ATMs, is ranked as second and third 
most important facilities offered by the bank.  
Ability to conduct transactions at any branch is ranked as the eighth important facility offered by the 
bank, which is only possible due to technology. This elucidates that technology is acting as only a support 
function in the current context. Staff knowledge on products and services is ranked the ninth important 
facility. Since, information on products and services could be provided through the electronic media such 
as a website and mobile devices, authors conclude that the banks are not deriving the best benefit from the 
electronic media. 
Financial benefits have not received any place among the top ten important facility of a bank. 
Although the cost of transaction at a branch is relatively high compared to other transaction channels [22], 
the survey indicates that customers are not going to select the electronic mode of transactions just because 
it offers the service at a lesser cost. This shows that the busy customers of the Colombo district value the 
service quality, electronic services and conveniences as more important in comparison to the financial 
benefits offered by the bank. 
The study of the level of acceptance of electronic banking solutions (RO2) shows that customers are 
comfortable using electronic banking and indicate that IT has increased the gap between the bank and the 
client. However a significant number of customers are reluctant to accept that electronic channel could 
replace a branch and most customers feel that the human contact with the bank is needed (Table 5). 
Therefore it is evident that the surveyed banking customers do not feel that electronic banking channels 
could completely replace the bank branch. 
Table 5: Level of acceptance on electronic banking solutions 
Question Positive 
Somewhat 
positive 
Not 
sure 
Somewhat 
negative Negative 
Do you like the idea of electronic banking channels? 55% 31% 7% 3% 2% 
Do you use electronic channels? 52% 34% 5% 4% 3% 
Has technology has improved services? 40% 53% 7% 0% 0% 
Has technology increased gap between bank branch and customer? 32% 38% 13% 9% 8% 
Electronic channel replace branch 22% 33% 19% 11% 15% 
Human contacts between bank and branch 41% 44% 10% 1% 4% 
 
Analysing the usage of electronic services, 80% of the surveyed banking customers have indicated that 
they use the ATM facility whereas only 26% of customers use the internet banking facility. Telephone 
and mobile banking facilities are relatively unpopular (Fig. 2). This is mainly due to the complexity of the 
application. 
 
Fig. 2. Usage of electronic banking facility 
Analysing the relationship between acceptance of electronic banking solutions and the expectation 
from the facilities offered by the bank (Table 6) shows that electronic services and service levels 
positively correlate with the level of acceptance to electronic banking solution. Hence there is statistical 
evidence to accept that the customers who prefer to use electronic services to conduct their banking 
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transactions expect the bank to provide them with improved services levels (r = 0.632) and electronic 
services (r = 0.503). 
 
Table 6: Correlation Analysis 
 
Electronic Service Accessibility Service Level Financial Benefits Bank Staff Bank Reputation 
Banking 
Habits 
.503 .433 .632 .418 .436 .221 
Hypothesis 1 is confirmed and concluded given that when the level of acceptance of electronic 
banking solutions increases positively, the expectations of electronic services also increase.  
Similarly Hypothesis 2 is confirmed and concluded as the customers with a high level of acceptance of 
electronic-based services would expect high levels of service from the bank. Findings are inline with the 
claim that “electronic banking customers are too fast, so busy that banks cannot delay fixing issues” [7].  
Correlation analysis found that accessibility of service (0.433), financial benefit (0.418), bank staff 
(.436) and a bank’s reputation (.221) do not have a significant correlation with the level of acceptance to 
electronic banking solution. Although Hypotheses 3 to 6 were rejected, such seems plausible because the 
customers who prefer to conduct transactions though electronic channels will not want to give priority to 
the physical aspects of a branch and bank staff.  
 Although banks are pressurised to introduce electronic-based convenient banking solutions to satisfy 
customer demand [1], results of the survey show that it is not the topmost expectation from a bank. 
However, technology has helped the customers enjoy the services offered through the bank in a timely 
and accurate manner [1]. Therefore, increasing the service level of the electronic banking solution would 
positively influence the level of acceptance to electronic banking solution. 
6. Conclusion 
From this research, it is evident that customers with a high level of technical competencies expect the 
bank to provide excellent service levels and a fair amount of electronic-based solutions. Currently the 
topmost expectation of the retail banking customer seems to be the service levels. If the service level of 
the electronic banking channel is not up to the expectation of the customer, they will not move from 
branch banking to electronic services. 
It is evident that there is a clear gap between the expected service and the services provided through 
the electronic channels, for the customers to believe they require the services of branch and bank staff. If 
the customers who are computer literate and have access to computers do not give importance to the 
electronic banking solutions then it is most unlikely to be the topmost expectation of any other retail 
banking customer in Sri Lanka. Highlighting the cost benefit and product convenience is not going to 
attract the electronic banking customer unless an improvement at the service level is observed. Therefore 
it is recommended for the banks to increase the benefits of the electronic service by providing more 
convenience and high level service through the electronic channels.  
Findings of this research study provide an insight into the types of service customers find most 
appropriate for their banking needs and the success of electronic banking solutions. Further qualitative 
research is suggested to find out the dissatisfaction gap of between the facilities provided through the 
electronic banking channels and customer expectation, and to find out the exact service quality dimension 
which requires improvement. 
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